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MANUFACTURING LIMITED 


(Incorporated under the laws of Ontario) 
and subsidiary companies 


INTERIM REPORT, 1969 


Consolidated Statement of Profit and Loss 


For The Period January 1 to July 12, 1969 (Note 1) 


(with comparative figures for 1968 - Note 2) 


IN THOUSANDS OF DOLLARS 


I OS ha ON ey Bern ge 


Deductions 


Cost of goods sold |... 
Marketing expenses ..........0......00.0 ee. 
General and administrative expenses . 
ODT OCIATOR te ee, eh, 
Interest on bank indebtedness .............. 


Interest on long-term debt ...................... 


Net Profit (Loss) for the Period (Note 3) 


June 15 


$ 5641 


ASSETS 
1969 
duly 12 
Current Assets: 
Accounts receivable ................00....0005. $ 2383 
Inventories, at the lower of cost and 
net realizable value ............................. 3040 
Prepaid expenses eee 89 
Total current assets ...............0.0.... 5512 
Property, Plant and Equipment - 
3178 


at cost, less accumulated depreciation .. 


Consolidated 
July 12, 1 
(with comparative fit 


IN THOUSAN 


1968 
July 13 June 15 
$ 1970 $ 2054 
2499 2453 
93 105 
4562 4612 
3290 3312 
$ 7852 $ 7924 


jalance Sheet 
9 (Note 1) 


LIABILITIES 
1969 
duly 12 
Current Liabilities: 
Bank indebtedness ........0......0...0...ceee. $ 1982 
Accounts payable and accrued charges 872 
Sales and other taxes payable ................ 286 
Long-term debt due within one year .... 25 
Total current liabilities ...........0...0........ 3165 
Non-Current Liabilities: 
Long-teriny debt ......6 Wii dane 3661 
Less unamortized debt discount and 
OXPONISC icc hiede ots ee ee nee ate 187 
3474 
Shareholders’ Equity: 
Ganitall Stock ie. ee een 6063 
Contributed surplus ............... Rae E Ee 8 
(Deficit) Beginning of Period .................. (4270) 
Net Profit (Loss) for the Period ................ 250 
(Deficit) End of Period ........2..2...050% _(4020) 
2051 


$ 8690 


July 13 


June 15 


$ 2845 
1183 
167 


657 


4852 


(4370) 
(20) 


(4390) 
(668) 


$ 7924 


Consolidated Statement of Source and Application of Funds 
For The Period January 1 to July 12, 1969 (Note 1) 


(with comparative figures for 1968 - Note 2) 


IN THOUSANDS OF DOLLARS 


1969 1968 
July 12 July 13 June 15 
Source of Funds 
Net profit (loss) for the period ................ $ 250 $ (19) $ (20) 
Add back charges not requiring funds - 
Depreciation: ]..8......e.e) ee oe 162 163 139 
Amortization of debt discount and 
OXDONSO Tri a eee aioe 6 8 r¢ 
Funds provided from operations ............ 418 152 126 
Proceeds from issue of shares ................ 1488 — — 
1906 152 126 
Application of Funds 
Additions to plant and equipment, net .. 98 55 53 
Increase in Working Capital 1808 97 73 
Working Capital (Deficiency), Beginning 
Of :POriod Ps jee ee en ee 539 (313) (313) 
Working Capital (Deficiency), End 
OF POLO” |... Josie es oe oe eee $ 2347 $ (216) $ (240) 


Notes To Consolidated Financial Statements, July 12, 1969 


1. Company records are kept by four-week accounting periods. The period ended 
July 12, 1969 is closest to the end of the first six months. 


2. The 1968 interim report was prepared to June 15, 1968. Comparative figures are 
provided to July 13, 1968, as well as to June 15, 1968. Descriptions and amounts 
used in the 1968 report have been revised where necessary to be consistent with 
1969. 


3. Income taxes in the amount of $115,000, which would otherwise be payable in 
respect of 1969 to July 12, have been eliminated by the carry-forward of losses 
from prior years. 


SKLAR UFACTURING LIMITED 


‘ I am pleased to report on the progress your Company has made 
during the past year and a half. After the disastrous year of 1967 when 

the management of the Company was completely reorganized, we projected 
that the best we could hope for in 1968 would be to break even. We 
exceeded this objective by $100,000. Results for the first quarter of this 
year reflect a continuing trend towards improved profitability. The net 
profit for the first quarter, after taking advantage of available tax 
credits, amounted to approximately $125,000. Furniture manufacturing is a 
seasonal business with the low point during the first half of the year and 
the high during the second half. Assuming that the overall consumer goods 
markets continue to be buoyant, the Company should finish the year’with a 
profit, after taking advantage of tax credits, of $550,000 to $750,000. 


You have all received copies of the 1968 Annual Report. I should 
ike to spend a few moments reviewing the financial highlights of 1968 as 
they are reflected in the Report. 


atement of profit and loss shows an increase in sales 

ately $1 million. This was achieved despite the sale of 
the Peppler—Selig Bivision late in 1967 and the resultant’ loss of its 

sales volume for the\whole of 1968. The increase was achieved mainly at 
the Peppler Division where production is being expanded as rapidly as 
possible to meet a strong market demand for Peppler products and to utilize 
as fully as possible the production potential ofthe Hanover plants. Costs 
of all kinds were reduced substantially in 1968. In fact, the increased 
sales volume of $1 million was achieved with operating A58L8 in total 
approximately $300,000 less tharthe previous year’. 


The Company*s working lass position improved during the year 
by approximately $850,000. Operations ‘added working capital of more than 
$400,000, the financial reorganization ofthe Company added almost half a 
million and the sale of the capital equipment of Peppler-Selig added a 
further $100,000 for a total of $1 million. Nef this, $150,000, approximately, 
was used to add new production equipment. : 
After the may end, a block of treasury shares was sold to 
institutional investors. his added a further one and one-half million 
dollars, approximately, to ‘capital. The result of this transaction 
on the financial position of ompany is shown in the pro-forma 
consolidated balance sheet inclt@ed in the Annual Report. This balance 
sheet indicates a very healthy AWworkking capital position in excess of 
$2 million and a positive shareholdersX\ equity after writing off $2,800,000 
of goodwill first recorded in the accounts in 1966. 
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This year our sales target for the Sklar and Peppler Divisions 
is $15 million and to date we are on target. We have experienced some 
difficulties during the first half at the Sklar Division in obtaining 
adequate supplies of upholstery fabrics but we have undertaken a planned 
program of fabric purchasing and.control. from both. foreign and domestic 
sources and are overcoming the problem. 


The Company held showings of new furniture styles in both 
January and May of this year. Both showings were unqualified successes 
producing record order bookings. The order backlog at the Peppler 
Division is so large in fact that our biggest problem is supplying our 
dealers with adequate stocks of. merchandise. 


With our financial house now in order, we are ready to take 
the next big leap forward. Canada is an expanding market’ for home 
furnishings with increasing. population, family formations,. housing 
requirements and disposable incomes. This environment is ideal for a 
Company such as yours that can offer products of high quality at attractive 
prices by operating modern and efficient production facilities on a large 
scale. 


The Sklar and Peppler facilities are now active in the medium 
priced ranges of upholstered and wooden: home furniture. Sklar has a 
relatively large proportion of the upholstered market. Our efforts in this 
market are now being devoted to upgrading our products and to improving 
profit margins and not to further expansion. Our experience at Peppler 
‘indicates that. we can profitably obtain much greater market penetration. 
We are therefore expanding production at. the Hanover plants as. quickly as 
possible. Our target for 1969 is to increase production and sales from 
Hanover by approximately 60% over the 1968 level. 


In addition to the expansion of the Peppler operations, we are 
looking for growth through the acquisition of new facilities. We believe 
the Company should continue to diversify and to expand its markets. 

We believe we should move into the lower price ranges of upholstered and 
wood furniture and we are working towards the acquisition of companies or 
suitable facilities in these areas. Higher priced markets are relatively 
limited so we would not plan to enter these unless a particularly good 
opportunity should arise. 


Opportunities exist, as well, to move into other areas of 
furnishings. We are looking at possibilities in lighting, in kitchen 
furniture and in office furniture. 


Recent experiences in obtaining adequate supplies of fabrics 
and, to a lesser extent, of wood indicate ‘that there are advantages to 
owning our own sources of supply of some important raw materials. We are 
currently investigating this kind of integration as well. 
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As we explained in the Annual Report, we have set up an export 
department and have begun shipping to both the United Kingdom and the 
United States. Your President has personally taken the responsibility 
for directing our export program and I can assure you that we are making 
real progress. The potential in the U.S. market dwarfs even the most 
optimistic forecast of domestic. sales. The Kennedy round of tariff 
reductions makes our prices very competitive and our high quality more than 
meets the demands of the U.S. market. Mr. Benson's recent announcement 
of an acceleration in the reduction of tariffs is an added stimulus to our 
efforts. Competing against the U.S. giants will not be easy but we are 
confident enough to make a-strong effort. 


In view of what happened a year or two ago, you may be wondering 
how we plan to finance the attainment of these objectives. I can assure 
you that we are most conscious of this aspect of the program. We cannot 
rely too heavily on debt financing. On the other hand, we cannot dilute 
the equity of existing shareholders. Our growth will be financed by a 
careful blending of debt and equity financing such that our fixed debt 
charges never threaten solvency and at the same time that the earnings per 
share of stock continue to grow. 


In addition to sound financing, a Company requires sound 
management. During the recent past the Sklar family has received much of 
the credit for whatever success the Company has shown. JI should like to 
point out that over the past few years we have been building a strong group 
of management people in all areas of the Company and that any success we 
have achieved or'will achieve in the future should be attributed to a-large 
extent to their important contributions. Also, when looking at potential 
acquisitions, the addition of new high quality management.to our team 
will be an important factor. 


In conclusion, may I say simply that based on present indications 
we believe we can achieve the original objective of this Company to become 
the leading producer of home furnishings in Canada and, if our export plans 
are successful, one of the leading producers on the continent, 
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President’s Report 


On behalf of the Board of Directors, | am 
pleased to be able to report to you again on the 
progress being shown by your Company. 


During 1969, the Company maintained the 
improvement in performance initiated in the 
second half of 1967 and reflected in the 1968 
report. Profit levels at the Sklar and Peppler 
Divisions reached the half million dollar objec- 


{ tive established at the beginning of the year. 
} Total consolidated profit was reduced slightly 


( v. 5) 


below the $500,000 mark by start-up costs at 
the newly-acquired Fitton-Parker Division. 


Expanding sales volumes are a reflection of 
style leadership and aggressive marketing. 
Peppler sales expanded approximately 40°/o 
during the year. Added to this were the sales 


of Fitton-Parker products. At the Sklar Division, , 


the emphasis was on improving profit margins 


but some increase in sales volume was achieved ' 


there as well. 


Your Company’s export development pro- 
gram experienced better _succe an_antici- 
pated. We now have strong sales representation 
in the North-Eastern and South-Western United 
States, the two most prosperous parts of North 
America, with entree into many of the major 
retail outlets in these two areas. Our objective 
now is to develop these markets and from this 
base to expand further throughout the United 
States. | am personally supervising this impor- 
tant aspect of your Company’s growth plans. 


Production efficiencies continued to improve 
during the year, particularly at the Peppler 
Division. New manufacturing techniques and 
processes are being developed rapidly in the 
furniture industry. We are taking an aggressive 
approach to these new developments in order 
to retain our position of leadership in the 
industry. 


The financial stability of the Company im- 
proved markedly early in the year with the issue 
of 350,000 new shares for approximately 11/2 
million dollars. In addition, $840,000 was 


added to equity with the conversion of collateral 
trust debentures and the exercise of share 
purchase warrants. 


Effective June 30th, 1969, your Company 
took another step in its program of corporate 
expansion with the acquisition of Fitton-Parker 
Furniture Limited of Southampton, Ontario. 
This COMPAnY SHOW working in close Coopera. 
tion with Peppler, allowing for increased 


specialization and longer production runs and 
as a result, improved efficiencies at both loca- 


tions. Fitton-Parker was on the verge of bank-. 


ruptcy at the time of acquisition. Immediate 


corrective action was undertaken and the com- | 


pany is now operating profitably. 


Indications are that the 70’s will be a bounti- | 
ful decade for the home furnishings industry. | 


Economic projections indicate a 25°/o increase 
in family formations by the mid-70’s and nearly 
one quarter of the total household furnishings 
sold each year is sold to new families. Your 
Company is gearing to take advantage of this 
boom. 


Your Company’s growth program _has been 


restricted temporarily by the current tightening 
of the economy. We are continuing to enjoy \y 
relatively high sales levels but not sufficient to | 


maintain the rate of growth established in 1968 4), 
and 1969. We have been compelled therefore \ ' 


to alter our plans for expansion in 1970. How- 
ever, we are continuing to lay the groundwork 
for expansion both internal and external when 
funds are more readily available. 


On behalf of the board, 


sitar 


Samuel Sklar, President. 


May 6, 1970 


Financial Highlights 


(DOLLAR AMOUNTS IN THOUSANDS) 


1968 


$13,023 
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Consolidated Statement of Profit and Loss 
for the year ended December 31, 1969 


(with comparative figures for 1968) 
IN THOUSANDS OF DOLLARS 


NET SALES 


OPERATING COSTS AND EXPENSES: 
OOsOeeOOC srSOlC ieee etn fn ies Mia tole kore PLEAS 2 es Ph De 
Mar Kei Agen DCMGCS a er yee 7 eaten tie UCR MMOL LR Cs Abe ee Ek 
Generaliand administrative expenses 2) o). 2% da pie adders oe ads Glebe 
DEDFECIATIONNS 41. sac y thud CA nme ee AD Ee il AEE AG cbekd ae ENS Fa. 6 ea: Sets ane 
Ite Rest OW Oo aN KIMUEOLEUNESS 44. ak a Sonia c hpi dohia seen dests kb ears as 


PALeTeS HOI FONE EMI AKCLEDE dues h. 2 ahert ce mics fave ee& are Geos dpa dea elas 


OPERATING PROFIT BEFORE INCOME 
TAXES AND EXTRAORDINARY ITEMS * 


INCOME TAXES (note 7) 


PROFIT BEFORE EXTRAORDINARY ITEMS 


ADD (DEDUCT) EXTRAORDINARY ITEMS: 
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NET PROFIT FOR THE YEAR 


* The operating profit before income taxes and 
extraordinary items is comprised of — 
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(See accompanying notes to consolidated financial statements) 
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Consolidated Balance Sheet 


(with compar 


IN THOUSA 
CURRENT ASSETS: 1968 
Accounts, receivable.) 0535 a i<c payee ckas GRO REIA EL Pte e rates 2 ree ee ee $ 2,174 
Inventories Ota 2) | 12 oh Gers hk siden else cae tne s catepae code cae rane tee ene 2,201 
Prepaid expenses! 252) i susse ies caldan messin ened os ee hie baal 54 
Totalfeutrent assets? issg ae soles eelen cece chee Ghent SESE Leena eee oe 4,429 
PROPERTY, PLANT AND EQUIPMENT: \(note’3) 2 cae 67-2 seat oer atid eal ee idee les 3,242 
On behalf of the Board: 
yo V4 Cae Director } | 
ws 
Director 
$ 7,671 


(See accompanying notes to) 
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TURING LIMITED 
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the laws of Ontario) 
y companies 


December 31,1969 


figures for 1968) 
» OF DOLLARS 


a LIABILITIES 


CURRENT LIABILITIES: 
Bank indebtedness (note 4) 


Ce CC Ye eC Wat ah ee Me tc Nt Jue ac ae See oe eC J Yo Jame a SAC JS far at Ye er Ya ek a 


Mecounis payable and accrued ‘charges! i... «hols cibae ulead cae dabesaeis baled 6 


Se eacdNC OUlen TaXeSiPAVaDIGy 4eni8 lak eed oahcided slbders ala caiuaaeerieias 
Long-term debt due within one year (note 5) ........... cece ccc ee cee teenies 


MOTALEGUTTEMt! ADTCES ables faba ebia eo bee achat sie aie ce eluls wae s haeer da selaes 


NON-CURRENT LIABILITIES: 
a arerinelCDedMOLes Fangs o) t.ho cee ota ere ns adore ete Sales bis bots ohio e 


Less unamortized debt discount and expense ..............2 eee ececees 


SHAREHOLDERS’ EQUITY (DEFICIENCY): 
AD Pa SHOCK MOLE Gyn ae runs ola snes tae ode chet Cbd PRUNE Si few wee cio a shor ek bed shed 
GON DUTER SUTDINS Pecles ea ihe mitseias Bhke Soins tc nase eters Maen. esiea es tarl 
COCALO ED) PPAR YS Ue RMON OR SEO ERNE 8 Bod hd achat) ie Se Oe ae Pe BA 


lidated financial statements) 


Consolidated Statement of Source and 
Application of Funds 


for the year ended December 31, 1969 


(with comparative figures for 1968) 
IN THOUSANDS OF DOLLARS 


SOURCE OF FUNDS: 


Net ,profitcior-thewear 234 04 oe bad ole acs ava ee ache eee te ete ee eeu ee 


Add back charges not requiring funds — 
Depreciation Gade 25%) 5 6 ils Sy ail a est oe be dere eins eae ta eh coheed Oo oft te) a Set ct OR toate 


Amortization ofidebt ‘discount and expense ...256 ui, aot ieee seas tae ie et 
Funds provided from: operations». /3 asf agen sor as Shot ae Shei) ae Sk tees 
Proceeds from issue of shares and exercise of warrants (note 6) ..............-0-- 
Sale‘of property, plant ‘and ‘equipment 2) 2. ..0 5a .ee sites wars eka cites cudioe haa sled 
Overdue interest payments deferred :to: 1970-72) 29 1.04.55 .s5 eae see y et oneies seis 


APPLICATION OF FUNDS: 


Additions, to plant and equipment 43... o's. ose ee rae tte eee eer 
Provision for (reduction of) long-term debt due within one year ................ 
Investment ‘tin /subsidtary Company: @.. ssiai s ace lotee wank ohne Miele ede Eee ote eee ait 


(See accompanying notes to consolidated financial statements) 


Consolidated Statement of Deficit 
for the year ended December 31, 1969 


(with comparative figures for 1968) 
IN THOUSANDS OF DOLLARS 


1969 1968 

Smee RC HU) PASE CaLININIT NG COLT V EAR Wyte & ee RAG Mele Eb sine MES go ewhbar cree els Mes faetdle he $ (4,270) $ (1,565) 
Mea Ber Wwnte-O1f, On ZOOGWIIl MMOLE A) cee ee fuchsia codes alle dice whee aatahs Maw welll le Pe ae (177) (2,805) 
(4,447) (4,370) 

ie ePO MON, WNC TVEANs port NaS AAR, ald atele eh ig rates Wide hiart Riga sid 94 Sia Glove vn eae beet Sie 471 100 
ere ee EINID. Cie VE ANIe tree fortes ete A EPS aires std ward alg aieta ¢ eas debts aid whe Peed 6 Re $ (3,976) $ (4,270) 


(See accompanying notes to consolidated financial statements) 


Auditors’ Report 


To the Shareholders of 
Sklar Manufacturing Limited: 


We have examined the consolidated balance 
sheet of Sklar Manufacturing Limited and subsidiary 
companies as at December 31, 1969 and the 
consolidated statements of profit and loss, deficit 
and source and application of funds for the year 
then ended. Our examination included a general 
review of the accounting procedures and such tests 
of accounting records and other supporting evidence 


as we considered necessary in the circumstances. 


In our opinion, these consolidated financial 
statements present fairly the financial position of the 
companies as at December 31, 1969 and the results 
of their operations and the source and application of 
their funds for the year then ended, in accordance 
with generally accepted accounting principles 
applied ona basis consistent with that of the 
preceding year. 


_ Let 2trd \p 2b ry 1, Za 


Toronto, Canada, 


March 20, 1970. Chartered Accountants 


Notes to Consolidated Financial Statements 


December 31, 1969 


1. Principles of consolidation 

The consolidated financial statements include the accounts of 
the company and all of its subsidiaries. Effective June 30, 1969, 
the company purchased all of the outstanding shares of Fitton- 
Parker Furniture Limited. The ‘‘goodwill’’ acquired (i.e. the 
excess of the purchase price of the shares over the value of 
the net tangible assets amounting to $177,000 has been charged 
to ‘‘deficit’’ account. In the six months ended December 31, 
1969, Fitton-Parker suffered a loss on operations of $30,000. 


2. Inventories 


Inventories are valued at the lower of cost or net realizable 
value and consist of the following: 


1969 1968 
~~(thousands) 
RaWwamatenials) sce heer eee sire ee ae $1,735 $1,135 
WOK OhOCESSimnce Meets sane ok Lr 1,239 590 
Finishedligoods Muran) mera teers ae be 1,369 476 
$4,343 $2,201 
3. Property, plant and equipment 
Accumulated Net Investment 
Cost Depreciation 1969 1968 
(thousands) 
Land S62 S62 Sy Gil 
Buildings 1,904 $ 331 1 peyss} 1,619 
Leasehold 
improvements 249 64 185 188 
Machinery 
and equipment 3,207 1,873 1,334 1,374 


$5,422 $2,268 $3,154 $3,242 


4. Security for indebtedness 


Bank indebtedness is secured by pledges of the accounts re- 
ceivable and the inventories, together with a third floating 
charge debenture in the amount of $1,000,000 on all other 
assets. The first mortgage bonds and the general mortgage 
income debentures are secured by first and second mortgages 
respectively on the fixed assets and first and second floating 
charges on all other assets. The collateral trust income deben- 
tures are secured by a pledge of the shares of the subsidiary 
companies. 


5. Long-term debt 


1969 1968 
(thousands) 
First mortgage sinking fund bonds due 

September 15, 1986, redeemable after 
September 15, 1971 — 
7'/2°/o series A, payable in 

Canadian dollars $1,581 $1,600 
7°/o series B, payable in United 

States dollars (U.S. $500,000) 531 538 


Deferred interest due September 15, 1970 

and March 15, 1971 ; 158 158 
Convertible subordinate general mortgage 

cumulative income debentures due 

September 15, 1987, redeemable after 

September 15, 1973 — 

7'/2°/o series A, payable in 


Canadian dollars 500 500 
7°/o series B, payable in United 
States dollars (U.S. $400,000) 430 430 
Deferred interest due September 15, 1971 
and March 15, 1972 68 68 


6'/2°/o convertible collateral trust non- 
cumulative income debentures due 
November 15, 1987, redeemable after 


November 15, 1969 362 1,250 
Loan from Industrial Development Bank 
due March 23, 1975 47 
3,677 4,544 


Less principal and interest payments due 
within one year, included in current 
liabilities 139 25 


$3,538 $4,519 


(1) Sinking fund instalments required up to December 31, 1974 
for the retirement of the first mortgage bonds are as follows: 


USVAO. “Gis ais aes Aioie $51,000 AQZS Waleska eee 135,000 
AOI ees peacedorey 5 76,000 WEEN toRsio.cc-c.c 135,000 
USYOX, SScg oA eae 102,000 


(2) Interest accrues on the general mortgage income deben- 
tures and is payable at the earlier of the maturity of the deben- 
tures or at such times as the company has consolidated net 
earnings (as defined) and working capital available for the pay- 
ment of such interest. 


Interest does not accrue on the collateral trust income deben- 
tures and is payable only when declared by the directors and 
only to the extent that the company has consolidated net earn- 
ings (as defined) and working capital available for the payment 
of such interest. No interest was declared payable on the col- 
lateral trust debentures in 1969 or 1968. 


(3) The trust deed relating to the first mortgage bonds contains 
certain restrictions on the payment of interest on or the re- 
demption of the general mortgage and collateral trust deben- 
tures, and the payment of dividends on the common shares. 
Under these restrictions, such payments shall not reduce con- 
solidated working capital below $750,000 up to December 31, 
1969, such minimum amount increasing by $125,000 during 
each succeeding six-month period up to June 30, 1972, and 
remaining at $1,500,000 after June 30, 1972. 


The trust deeds relating to the general mortgage and collateral 
trust debentures provide that no dividends will be paid in any 
year on the common shares unless the full amount of interest 
due in that year on the general mortgage and collateral trust 
debentures has been paid or provided for. 


6. Capital stock 1969 1968 


(thousands) 
Authorized: 
3,500,000 common shares without 
par value 
Issued: 
1969 — 1,787,541 shares $6,044 
1968 — 1,081,540 shares $3,717 
The changes in shares outstanding during 1969 are set out 
below: Number of 
shares Amount 
(thousands) 
Balance outstanding, December 31, 
1968 1,081,540 $3,717 
Issued during the year: 
For cash at $4.25 per share 350,000 1,487 
On conversion of collateral trust 
income debentures at $2.50 per 
share, less unamortized discount 
on the debentures of $51,000 355,200 837 
On exercise of share purchase 
warrants at $3.50 per share 801 3 
Balance outstanding, December 31, 
1969 1,787,541 $6,044 


As at December 31, 1969, 935,699 common shares are reserved 
as follows: 


For possible issue upon the exercise 

of share purchase warrants outstanding (1) 298,749 shares 
For possible issue On conversion of the 

general mortgage and collateral trust 


debentures (2) 516,950 
For possible issue under the key 
employees’ stock option plan (3) 120,000 


935,699 shares 


(1) The warrants entitle the holders thereof to purchase com- 
mon shares at a price of $3.50 per share until July 1, 1978, 
subject to adjustment under certain conditions. 

(2) The general mortgage and collateral trust debentures are 
convertible at the holder’s option into common shares at the 
following prices: 


Price 
Period per share 
General mortgage debentures — 
Uintosseptembendo; 197Z2m. .vrncm an seni: $2.50 
September 16, 1972 to September 15, 1977 .... 3.50 
September 16, 1977 to September 15, 1982 .... 4.50 
September 16, 1982 to maturity ............ 5.50 
Collateral trust debentures — 
WpntorNovemben 5s 1972 0.6- clemsa sce s eee he 2.50 
November 16, 1972 to November 15, 1977 .... 3.50 
November 16, 1977 to November 15, 1982 .... 4.50 
November 16, 1982 to maturity .............. 5.50 


(3) A key employees’ stock option plan covering 120,000 
shares has been established by the directors and approved by 
the shareholders. No options have been granted to date under 
the plan. 


7. Income taxes 

Income taxes otherwise payable of $295,000 on the consoli- 
dated earnings for 1969 (i.e. before the application of prior 
years’ losses) represent an effective rate of 61°/o of the operat- 
ing profit before taxes. This is due to $60,000 of expenses 
which are not deductible for tax purposes and the $30,000 
operating loss of the subsidiary, Fitton-Parker. 


As at December 31, 1969, the company and its subsidiaries 
have losses available for carry forward as deductions against 
future years’ profits. At current tax rates, the tax credits which 
would result from the carry forward of these amounts will, if 
realized, amount to approximately $470,000. 


8. Pension plans 
Salaried employees participate in a contributory pension plan. 
Hourly-paid employees in the company’s plants at Hanover 
are covered by a non-contributory joint industry-union pen- 
sion plan. The total pension cost was $169,000 in 1969 and 
$123,000 in 1968. 


The unfunded past service liability under the salaried plan is 
$19,000 which is being funded over 12 years. 


9. Long-term leases 

The company’s Whitby plant is held under a long-term lease 
expiring in 1986, with renewal options for two further five year 
periods. The fixed annual rental on this property (exclusive of 
taxes, insurance and maintenance costs) amounts to $114,000 
during the primary term of the lease and will decrease by one- 
third if the renewal options are exercised. 


The Toronto and Montreal showrooms are held under leases 
at fixed annual rentals (exclusive of taxes, insurance and main- 
tenance costs) as follows: 


1970 to O/Sieeeae voc. $79,000 per year 
GOOiE Paeetaien tkitershoran, bree ecteesin he 76,000 
DAT reitapitte ti tieiesvovste) ates ee eeape oeshahs 23,000 


10. Remuneration of directors and senior officers 

The total remuneration paid or payable by the company and 
its subsidiaries to its directors and senior officers amounted to 
$185,000 in 1969 and $140,000 in 1968. 


11. Earnings per share 


1969 1968 
Profit before Profit before 
extraordinary Net profit extraordinary Net profit 
items for the year items for the year 
Earnings per 
share 11¢ 27¢ 5¢ 10¢ 
Fully diluted 
earnings per 
- share 10¢ 24¢ 


Fully diluted earnings per share shows the effect on 1969 earn- 
ings which would result if all the general mortgage and col- 
lateral trust income debentures and all the outstanding share 
purchase warrants had been converted and/or exercised as at 
the beginning of the year. For purposes of calculating fully 
diluted earnings, earnings were increased by the imputed 
earnings at the rate of 6°/o before tax on the amounts received 
on the exercise of the share purchase warrants. 


ii eres 5 a 


